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International  Debts 


The  Better  Outlook  for  Business" 


(From  The  Wall  Street  Journal,  February  S,  1922) 

REFERENCE  has  been  made  in  the  press  concerning  the 
address  of  Mr.  Francis  W.  Hirst,  formerly  editor  of  the 
London  Economist,  as  delivered  before  the  Economic  Club 
of  New  York  at  the  Hotel  Astor  Monday  evening.  He  advocated 
the  cancellation  of  international  debts  as  a  measure  for  inter- 
national prosperity.  Mr.  C.  W.  Barron,  the  closing  speaker  of 
the  evening,  replied  to  Mr.  Hirst.  We  herewith  reprint  from  the 
notes  of  the  official  stenographer  the  first  part  of  Mr.  Barron's 
address  which  related  to  this  topic. 

(From  the  official  stenographer's  report) 
Dr.  Ely  (the  chairman) :  There  is  a  newspaper  in  New  York 
that  sells  higher  than  any  other  daily  paper  and  in  spite  of  that 
fact  lots  of  people  buy  it.  The  explanation  is  here  tonight.  We 
shall  be  happy  to  hear  Mr.  Clarence  W.  Barron  of  The  Wall 
Street  Journal.  (Applause.) 

Mr.  Barron :  Mr.  Chairman  and  fellow  members.  The  eloquent 
speaker  who  preceded  me  (Mr.  Sherman  Rogers)  has  told  you 
how  a  man  feels  in  his  knees  at  his  first  appearance.  I  leave  the 
rest  to  your  imagination.  You  do  not  know  me  as  a  speaker.  You 
know  me  as  a  writer.  I  tell  you  distinctly  that  I  am  a  farmer 
and  I  am  going  to  speak  for  farmers  tonight.  But  first  I  am 
going  to  speak  from  a  wider  field,  for  my  friend  Hirst  has  opened 
a  subject  that  is  rather  near  to  my  heart.  I  have  been  studying 
this  subject  of  foreign  debts  for  some  time.  I  have  studied  it 
here,  and  I  have  studied  it  in  Paris.  I  have  studied  it  in  London. 
I  have  studied  it  in  Berlin  and  in  other  European  centers.  And 
I  want  to  take  time  first  for  a  few  words  of  dissent  from  my 
friend. 

A  FOE  TO  PEACE 
I  believe  in  the  peace  measures  of  President  Harding.    I  be- 
lieve in  the  peace  conference  at  Washington.    And  I  believe  that 
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the  cancellation  of  debts — ^international  debts,  contracted  in  war 
— is  one  of  the  foes  of  peace. 

England  is  going  to  pay  her  international  debt  whatever  the 
cost  and  England's  credit  is  going  to  stand  as  high  after  as  before 
the  war.  I  cannot  believe  that  Mr.  Hirst  meant  to  speak  for  Eng- 
land. He  may  have  been  speaking  for  Liberia  to  whom  we 
loaned  $26,000  so  that,  as  one  of  our  gallant  allies,  she  might  go 
up  to  Paris  and  sign  the  peace  treaty,  or  he  may  have  referred 
to  some  new  foreign  nations  that  we  assisted  to  set  upon  their 
feet,  but  who  never  yet  have  been  able  to  really  stand  upright. 
He  cannot  mean  England,  because  England  in  the  next  great 
war  may  need  another  four  billion  dollar  loan,  and  where  will 
she  get  it  if,  for  some  years  preceding,  it  has  been  the  habit  to 
question  or  cancel  war  debts  after  they  have  been  contracted? 
Don't  press  the  collection ;  but  let  the  debt  stand. 

The  present  situation  is  rather  different  from  that  following 
the  Napoleonic  wars  when,  on  the  recommendation  of  Wellington, 
England  found  it  economically  profitable  to  withdraw  her  troops 
from  France  after  the  payment  of  seventeen  million  pounds  ster- 
ling and  cancel  the  balance  of  a  promised  thirty  million.  Can- 
celling such  an  indebtedness  as  a  matter  of  economic  good  sense 
is  one  thing.  But  it  is  quite  another  thing  to  let  our  European 
allies  carry  off  the  spoils  of  war  in  Asia  Minor,  Palestine,  Persia, 
Africa  and  the  Far  East,  indeed  all  over  the  world,  and  then 
call  upon  Uncle  Sam,  because  he  is  still  rich,  to  cancel  their 
obligations,  justly  and  properly  incurred,  and  thus  assist  Europe 
out  of  the  doldrums.  That  is  something  we  cannot  tolerate. 
(Applause.)  And  we  do  not  tolerate  it  because  it  is  not  in  the 
interest  of  international  peace.  We  might,  when  Europe  becomes 
prosperous  and  we  become  poor  under  Bolshevism  or  labor  union 
domination,  or  the  great  war  between  capital  and  labor — we 
might  wish  to  borrow,  and  that  is  one  reason  why  we  do  not  wish 
to  cancel  international  debts  now.  (Applause.) 

I  have  to  look  at  the  program  to  find  the  subject  of  the  even- 
ing. (Laughter.)  I  find  it  is  "The  Better  Outlook  for  Business." 
(Laughter.)    I  thought  everybody  else  was  going  to  speak  on 
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that  topic  and  that  I  might  tell  you  how  to  better  the  outlook  for 
business.  But  I  find  the  subject  is  not  yet  under  discussion.  I 
will  try  to  put  it  there. 

We  are  told  the  better  outlook  is  based  upon  the  cancellation 
of  Europe's  debts.  We  are  almost  daily  told  that  the  way  to 
improve  the  world's  business  is  for  the  United  States  to  lend  a 
lot  of  money  to  a  bankrupt  Europe  and  assist  the  people  over 
there  to  work  six  or  eight  hours  while  we  in  American  agriculture 
work  ten,  twelve  and  fifteen  hours.  We  are  invited  to  relieve  and 
assist,  with  American  gold,  nations  that  believe  in  living  by  the 
printing  press. 

PUTTING  OUR  OWN  HOUSE  IN  ORDER 

Now  Washington  understands  this  situation  pretty  well.  I 
have  discussed  it  there  as  well  as  in  the  capitals  of  Europe,  and 
it  is  perfectly  well  understood,  and  you  who  are  engaged  in  bank- 
ing, commerce  and  finance  understand  it,  that  Europe  is  not  yet 
ready,  is  not  yet  on  a  banking  basis,  to  be  assisted.  But  we  hope 
she  is  rapidly  getting  there.  The  first  thing,  as  President  Hard- 
ing said,  is  to  put  our  own  house  in  order.  And  he  has  rightly 
struck  at  the  basis  of  our  own  budget  because  we  cannot  stand  a 
five  billion  national  expenditure  and  then  hope  to  save  the  whole 
world.  So  he  invites  the  world  to  cooperate  with  us  in  reducing 
naval  armaments  and  war  budgets  to  a  peace  basis. 

We  find  our  war  budget,  two  years  after  the  war,  on  a  basis  of 
$1,500,000,000  per  annum,  as  compared  with  $300,000,000  before 
the  war.  In  fact,  out  of  our  present  national  budget  of  four 
billions,  only  10%,  or  $400,000,000  is  for  real  government.  The 
balance  is  armaments,  pensions,  war  debts  and  war  preparations. 
It  is  time  that  we  take  the  leadership  of  the  world  in  army  and 
naval  disarmament.    That  is  our  leadership. 

EUROPE  NOT  READY  FOR  ASSISTANCE 
There  are  much  better  ways  of  helping  the  world  interna- 
tionally than  by  cancelling  international  debts.  I  had  not  meant 
to  discuss  this  subject  tonight,  but  for  another  minute,  I  will  just 
open  that  to  show  you  that  Europe  is  not  yet  ready  for  the  true 
international  financial  solution. 
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You  may  not  believe  it  now — for  you  have  probably  not  studied 
international  financial  problems  down  to  a  solution — ^but  the  only 
way  for  the  United  States  to  loan  money  to  Europe  is  by  an  in- 
ternational tax-free  bond  properly  secured  and  endorsed.  Europe 
is  not  in  position  to  give  that  security  or  endorse  it.  She  could 
not  receive,  or  promise  on  a  proper  currency  or  international  gold 
base,  to  say  nothing  of  trade  or  industrial  considerations. 

It  may  seem  strange  to  you,  but  it  is  nevertheless  a  fact,  that 
the  one  great  nation  in  Europe  that,  from  a  standpoint  of  real 
assets  and  liabilities,  unified  industrial  organization  and  trans- 
portation, could,  if  it  so  elected,  give  the  strongest  international 
bond  with  the  largest  measure  of  security,  is — not  England  or 
France — ^but  Germany! 

THE  STRENGTH  OF  GERMANY 

Outside  of  her  post-war  paper  currencies  and  the  international 
obligation  to  restore  the  devastated  regions  and  pay  to  the  Allies, 
Germany  has  the  greatest  assets  with,  the  least  debt.  She  has 
been  fighting  for  food  and  against  the  Versailles  treaty  since 
1918;  but  with  the  printing  press.  Her  financial  war  cost  was 
about  half  that  of  the  United  States.  In  fighting  the  world,  she 
did  not  tax  herself  as  did  England  and  the  United  States  and  she 
issued  less  than  ninety- four  billion  marks  in  bonds,  or  just  about 
our  present  war  debt  of  twenty-three  billion  dollars.  Her  war 
debt  in  national  bonds  today  is  but  seventy-eight  billion  marks, 
or  on  a  pre-war  basis,  20%  less  than  our  war  debt. 

That  war  debt  is  selling  for  less  than  half  a  billion  United 
States  dollars.  But  on  the  same  paper  basis  the  whole  of  Ger- 
many is  selling  for  less  than  five  billions,  or  less  than  two 
per  cent,  of  the  valuation  of  the  United  States.  Under 
the  auction  flag  the  assets  of  Germany  should  bring  at  least  forty 
billion  dollars.  She  is  selling  for  one-tenth  of  this.  She  is 
bankrupt  on  a  paper  basis.  But  her  factories,  her  railroads,  her 
canals,  her  people  are  ready  for  work.  But  she  does  not  want 
to  pay. 

NO  LOANS  ON  HATE 
When  we  come  to  that  condition  that  the  previous  speaker 
(Mr.  Sherman  Rogers)  has  noted,  where,  between  France  and 
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Germany,  there  will  be  reason  instead  of  hate,  when  you  have 
reached  that  basis,  there  will  be  time  to  negotiate  a  loan.  But 
we  do  not  loan  on  international  hatred.  We  loan  on  international 
cooperation  and  international  progress,  trade  and  prosperity. 

Germany,  at  four  billions  in  value,  is  not  a  good  basis  for  loans. 
But  she  has  the  property  to  mortgage,  and  when  she  gets  ready, 
and  the  indemnities  are  so  fixed  that  she  has  a  willingness  and  a 
wish  to  pay,  then  an  international  loan  can  be  extended  on  a 
sound  basis  and  the  United  States  can  take  at  least  one-half  of  it. 
A  TAX  FREE  LOAN 

But  that  international  loan  has  got  to  be  a  tax-free  loan,  be- 
lieve it  or  not  as  you  will ;  otherwise  it  will  be  taxed  out  of  every 
European  country  and  the  United  States  alone  will  carry  it. 
Here  is  something  for  you  to  think  about.  I  have  discussed  it  in 
every  European  capital,  but  not  with  the  Germans  because  I  did 
not  want  to  interfere  in  that  situation.  Germany  would  naturally 
say:  "Certainly.  Borrow  money  from  the  United  States.  She 
can  loan  it.  And  then  let  us  go  free."  No;  the  situation  must  be 
the  other  way.  Germany  must  be  willing  to  pay  a  proper  amount 
and  the  allies  must  endorse,  and  the  loan  must  be  secured,  and 
then,  when  we  have  our  own  house  in  order,  we  can  help.  Yet  it 
has  got  to  be  a  tax-free  international  loan,  secured  by  German 
property,  guaranteed  by  the  allies  in  proportion  to  what  they 
receive.    But  Europe  is  not  yet  ready  for  it. 

CONTACT  OF  LABOR  AND  CAPITAL 

Now  a  word  more  on  the  topic  of  the  previous  speaker.  Mr. 
Rogers  struck  two  keynotes  for  future  prosperity — contact  of 
labor  with  capital,  and  contact  of  capital  with  labor.  I  could  not 
but  think,  as  I  sat  here,  of  Lord  Cowdray,  the  richest  man  in 
England,  who  only  a  few  months  ago  sold  the  control  of  his 
Mexican  oil  properties  to  the  Royal  Dutch  and  Shell  Co.  for  more 
than  $80,000,000.  Although  his  father  was  a  great  engineering  con- 
tractor, the  son  elected  to  make  his  beginnings  in  business  as  a 
laboring  man  in  overalls.  He  wanted  that  actual  contact  with  real 
labor.  Where  did  he  go  ?  To  the  United  States  and  not  to  Europe. 
He  came  here  as  a  young  man  and  put  on  overalls  and  went  right 
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along  with  the  construction  gang  on  an  American  railroad.  After 
that  he  succeeded  his  father  and  became  the  greatest  engineering 
contractor  in  the  world. 

Cowdray  became  one  of  the  great  men  of  the  world,  because 
he  had  that  vital  contact  between  free  labor  and  free  capital. 
TEACHERS  OP  BOLSHEVISM 

To  make  our  future  prosperous  we  must  join  capital  and  labor 
in  that  better  understanding  and  broader  education.  Mr.  Rogers 
is  right.  Your  education  is  wrong  from  top  to  bottom.  You  do 
not  teach  economics  in  the  schools.  Your  colleges  and  professors 
teach  Bolshevism  all  over  the  country.  They  are  teaching  that 
property  is  stealing ;  that  the  owners  of  capital  are  thieves.  How 
can  you  have  honesty  and  integrity  down  the  line  when  you  are 
teaching  that  the  man  at  the  top  is  only  a  horse-thief ! 

If  there  is  one  thing  our  schools  need  at  this  time  it  is  the 
A  B  C  of  finance.  There  is  not  a  problem  in  finance  that  is  not 
in  every  man's  pocketbook.  It  is  the  same  problem  there  as  with 
the  bank  pocketbook  or  the  U.  S.  Treasury;  just  a  question  of 
debits  and  credits,  or  present  assets  and  future  demands,  where 
credits  should  be  given  and  where  reserves  should  be  placed. 
CAPITAL  THE  ONLY  FRIEND  OF  LABOR 

It  might  be  easily  demonstrated,  as  on  a  blackboard,  that  capital 
is  nothing  but  saved  labor.  Capital  and  labor  are  primarily  the 
same  thing,  and  do  the  same  thing.  Capital  is  not  only  the  best 
friend  of  labor ;  it  is  the  only  friend  of  labor.  Capital  competes 
with  itself  and  reduces  the  rate  of  interest,  lowers  the  rent  and 
the  cost  of  living.  Then  it  extends  the  arm  of  labor,  multiplies 
its  effectiveness  and,  still  competing,  bids  up  the  price  of  labor. 

This  is  so  easily  demonstrated,  and  you,  in  the  financial  world, 
so  well  understand  it,  that  you  never  think  of  putting  it  before 
your  children,  especially  your  so-called  educated  children.  You 
do  not  see  to  it  that  the  preacher,  the  teacher  or  the  professor 
instructing  j'^our  family  understands  the  financial  foundations. 
You  never  look  to  see  what  your  schools  are  teaching  in  the  line 
of  economics.  You  leave  such  instruction  to  the  agitator  and  the 
public  press  that  is  built  for  circulation  and  not  for  instruction. 
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The  Necessity  for  Railroad  Labor  Readjustment 


(From  The  Wall  Street  Journal,  February  7,  1922) 

BEFORE  the  Economic  Club  of  New  York  at  the  Hotel 
Astor  on  January  SOth,  the  subject  was  "The  Better  Out- 
look for  Business."  The  closing  address  was  by  Mr. 
Clarence  W.  Barron.  The  first  part  of  his  rem'arks,  dealing  with 
international  war  debts  and  foreign  financial  conditions,  was 
printed  here  last  week.  That  part  dealing  with  the  problem  of 
how  to  better  the  outlook  for  business  is  now  presented  with  the 
assistance  of  the  official  stenogi^apher's  report.    He  said: 

I  do  not  need  to  talk  to  this  audience  about  the  outlook  for 
business  or  the  better  outlook  for  business.  You  know  it,  although 
you  do  not  think  about  it.  You  know  it  because  you  feel  it  under 
the  pulse  of  a  wheel  where  everything  of  industry  and  commerce 
and  finance  is  reflected  in  prices.  You  know  it  in  those  financial 
bulletins  of  the  Street  that  pass  under  your  eye  every  few  minutes. 

Hegel  declares  that  history  teaches  that  the  people  never  learn 
by  history.  While  you  feel  the  pulse  of  business,  you  do  not 
reflect  upon  the  foundation  of  your  own  business  or  what  makes, 
or  unmakes,  the  prosperity  of  this  country. 

WHAT  HAS  MADE  THIS  COUNTRY  GREAT? 
Ask  a  hundred  men  in  the  Street  what  has  made  the  United 
States  great — ^the  greatest  nation  on  which  the  sun  has  shone. 
One  will  tell  you  that  it  is  because  of  our  great  area  of  fertile  soil 
for  settlement  the  past  two  or  three  hundred  years.  But  Africa 
has  a  larger  undeveloped  area  and  more  fertile  soil.  Another 
will  tell  you  it  is  because  of  our  enormous  wheatlands.  But 
Canada  has  a  larger  area  for  the  raising  of  wheat,  and  Canada  has 
only  7%  of  our  population.  Some  will  declare  that  it  is  the  little 
red  schoolhouse.  But  on  the  question  of  reading  and  writing, 
Germany  outclasses  us.  Of  the  people  in  Germany  98%  could 
read  and  write  when  Germany  went  to  pieces.    Some  will  tell  you 
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that  it  is  human  freedom,  but  those  of  us  who  have  seen  Mr.  Blinn 
in  "The  Bad  Man"  know  that  Mexico  is  the  freest  country  on  the 
globe.  There  any  man  may  set  up  a  government  of  his  own  any 
time.  The  development  of  free  government  has  been  for  a 
hundred  years  the  business  of  Mexico.  The  only  certainty  about 
it  is  that  when  one  government  has  been  set  up,  another  must 
quickly  follow.  That  is  the  country  with  the  greatest  freedom  in 
the  world. 

It  cannot  be  freedom  or  intelligence,  or  soil,  or  immigration  that 
fundamentally  has  made  this  country  great. 

We  talk  of  the  highway  of  progress.  But  we  forget  the  high- 
way in  discussing  the  progress.  Only  a  few  hundred  years  ago, 
less  than  one  million  red  men  possessed  this  land.  They  had 
never  seen  a  four-wheeled  vehicle,  had  lived  by  the  seacoast  and 
on  the  rivers,  and  moved  only  by  canoe. 

HISTORY  AND  THE  HIGHWAY  ARE  ONE 

Do  you  reflect  that  the  history  of  the  world  for  thousands  of 
years  has  been  the  history  of  the  coastline  and  the  rivers? 
History  is  a  recital  of  battles  because  battles  make  literature. 
But  rarely  do  you  read  of  the  economic  conditions  that  made  the 
battles.  History  and  the  rule  of  the  world  has  been  from  the 
highways  by  sea  or  land.  Venice  ruled  the  world  when  the  center 
of  the  world's  commerce.  When  Constantinople  ruled  the  high- 
ways between  Europe  and  Asia,  it  governed  the  world.  You  will 
find  Rome  ruling  when  it  commanded  the  highways  that  led  every- 
where in  the  known  world.  You  will  find  that  the  battles  of 
comparatively  modern  times  were  the  battles  for  free  highways 
as  between  the  Dutch,  the  Spanish  and  the  British ;  and  when  the 
Briton  won,  he  made  the  highways  of  the  ocean  safe  for  his 
commerce  to  and  from  all  parts  of  the  world.  But  the  Briton 
could  not  move  far  in  from  the  seacoast. 

He  could  not  penetrate  China,  where  recently  40,000,000 
people  were  starving  because  they  had  no  highways  by  which  to 
go  in  and  out  for  food.  Australia  is  the  size  of  the  United  States, 
but  has  no  rivers  and  no  railroad  development  and  has  today  less 
than  6%  of  the  population  of  the  United  States. 
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The  only  country  on  this  earth  that  was  ever  settled  economi- 
cally right  and  settled  with  safety  in  its  interior  was  these 
United  States  of  America,  which  have  been  made  great  by  rail 
transportation  and  by  nothing  else. 

The  history  of  the  highway  by  land  and  sea  is  the  history  of 
civilization  and  the  mark  of  the  progress  of  man.  We  are  for- 
getting its  lesson  in  this  greatest  country  upon  which  the  sun 
has  ever  shone — a  country  that  in  the  past  hundred  years  has 
built  more  highways  for  the  inter-change  of  the  products  of  man 
than  have  been  built  on  the  whole  planet  outside  the  United 
States.  We  are  in  danger  of  losing  the  lesson  that  man  and  his 
highway  are  in  development  inseparably  connected. 

PROGRESS  BY  HUMAN  EXCHANGES 

What  is  human  progress?  There  is  no  progress  by  mere  ex- 
istence. The  development  of  man  is  by  communication  and  con- 
tact with  his  fellows;  by  exchanges  in  mental  development  and 
by  progress  in  standards  of  living  which  can  be  had  only  where 
one  man  exchanges  his  surplus  goods  of  brain  or  hand  with 
millions  of  his  fellowman.  The  wider  the  human  contact,  the 
greater  the  human  progress. 

Every  step  of  progress  in  the  civilization  of  man  has  been 
built  upon  trade  expansion.  England  has  been  made  great  by 
the  use  of  the  ocean  as  a  highway.  The  United  States  has  been 
made  great  by  the  exchanges  within  her  own  border  over  her  iron 
highways  at  the  lowest  cost  for  rail  transportation  the  world  has 
ever  seen. 

As  Mr.  Hirst  has  just  told  you,  these  50  states  constitute  the 
greatest  free  trade  area  in  the  world.  It  is  not  the  production  of 
goods  that  has  made  this  country  great,  but  facility  in  the  ex- 
changes between  the  different  parts  of  the  country. 

JUST  A  HUNDRED  YEARS  FROM  WATT  TO  AMES 

Three  hundred  years  after  the  white  man  discovered  America, 
the  United  States  was  still  on  the  coastline.  Watt  invented  the 
steam  engine  in  1769,  and  a  few  years  later  thirteen  colonies  on 
our  coastline  were  battling  against  taxation  without  representa- 
tion.   They  set  up  a  new  republic  and  ushered  in  a  great  era  of 
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free  trade  by  sea  and  then  of  free  trade  by  land.  First  it  was 
oe^an  transportation.  The  boys  of  Maine  felled  the  oak  trees  by 
the  Kennebec  and  the  Penobscot^  and  knitted  their  knotted  trunks 
into  ships  that  before  our  Civil  War  commanded  the  seas.  The 
clipper  ships  from  New  England  and  New  York  spread  sail  on 
every  ocean  and  brought  home  the  spices  of  India  and  the  teas 
of  China.  They  distanced  the  English  ships  to  Liverpool.  There 
were  no  ships  on  the  ocean  that  in  speed  equalled  the  Yankee 
clippers. 

But  the  steam  engine  and  the  iron  highway  were  getting  under 
way,  and  in  just  one  hundred  years  from  the  invention  of  Watt, 
or  in  1869,  the  men  of  New  England  and  the  seacoast  had 
threaded  a  line  of  iron  3,500  miles  across  this  continent. 

SHALL  CORN  TRAVEL  OR  BURN? 

I  told  you  I  should  speak  as  a  farmer.  Recently  I  was  called, 
as  a  newspaper  man,  to  address  a  fraternity  of  journalists  at 
Ames  in  the  center  of  Iowa.  I  was  to  speak  at  the  state  agricul- 
tural college,  the  largest  agricultural  college  in  the  world,  and 
in  addition  to  finding  a  hundred  young  journalists  there,  I  was 
faced  by  3,000  young  students  of  agriculture  and  later  by  farmers, 
and  farmer-bankers  who  had  questions  to  ask.  My  business  is  to 
ask  questions,  but  sometimes  I  have  to  answer  them. 

That  day  the  Iowa  State  College  had  made  its  final  report  to 
the  farmers  on  the  relative  value  of  coal  and  corn  in  heat  units. 
The  farmers  were  asking,  Shall  we  burn  coal  or  corn?  I  told 
them  to  put  the  corn  into  the  hog  and  make  the  hog  travel, 
but  that  they  had  to  furnish  brains  for  the  hog  to  make  him  travel. 

What  did  I  find  on  that  richest  soil  of  the  United  States  where 
wealth  in  geologic  ages  had  been  washed  down  from  the  western 
slope  of  the  Appalachians  and  the  eastern  water-shed  of  the 
Rocky  Mountains ;  where  the  soil  is  several  feet  deep,  and  in  the 
top  22  inches  contains  fertilizing  value  that  the  American  Agri- 
cultural Chemical  Co.  could  not  put  there  for  $2,000  per  acre  ? 

The  State  College  reported  that  40  bushels  of  corn  from  an  acre 
of  this  rich  territory  was  just  equal  in  heat  units  to  one  ton  of 
coal.    A  ton  of  coal  at  $8  and  forty  bushels  of  corn  at  20c.  a 
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bushel  from  an  acre  of  ground  were  thus  of  equal  fuel  value. 
Corn  is  between  20  and  30  cents  a  bushel  in  Iowa,  but  farther 
west  it  is  worth  less  than  15  cents;  and  before  a  starving  world 
they  are  there  burning  it  for  fuel. 

HOW  BAILS  AND  SOIL  ARE  UNITED 

The  people  were  studying  corn  and  hogs,  but  they  were  not 
students  of  transportation.  They  only  knew  that  neither  corn 
nor  the  hog  could  travel  any  distance  from  the  farm  before  all 
profit  and  all  incentive  to  industry  ceased.  Why  even  in  Ames 
they  did  not  know  whence  came  the  name  of  the  town.  I  knew 
because  I  had  known  in  my  lifetime  niost  of  the  railroad  men 
who  had  built  up  the  great  West  by  the  five  great  transcontinental 
lines. 

Most  of  these  transcontinental  lines  and  the  five  great  railroad 
systems  that  span  Iowa  from  east  to  west  were  sprung  from  New 
England.  As  a  young  man,  scarcely  out  of  my  'teens,  I  was  a 
personal  friend  of  Thomas  Nickerson,  the  greatest  railroad 
builder  of  this  continent,  the  man  who  built  the  Atchison,  Mexi- 
can Central,  Sonora,  Southern  California,  the  Atlantic  &  Pacific, 
those  great  lines  of  the  southwest,  and  yet  he  was  unknown  be- 
fore the  world.  Somehow  he  seemed  to  like  to  walk  and  talk 
with  me.  He  would  not  take  his  directors  along  with  him  to 
California  or  Mexico,  but  he  would  take  me.  And  when  he  was 
tired  we  would  walk  around  the  water  at  Lakewood,  N.  J.,  and 
discuss  everything  from  Cape  Cod  to  California.  All  his  twelve 
brothers  had  commanded  ships  on  the  ocean.  He,  the  youngest, 
was  kept  at  home.  He  became  one  of  the  great  commission  ship- 
ping merchants  in  the  world,  and  late  in  life  he  became  a  great 
railroad  president  and  builder.  He  laid  the  foundations  from  his 
personal  integrity  and  hard  work,  which  have  since  fruited  in  the 
great  Atchison  system.  He  used  to  say:  *'Never  forget  it, 
Barron;  the  truth  is  in  the  Good  Book.  It  is  not  money  that  is 
the  root  of  all  evil;  it  is  the  love  of  money  that  is  the  root  of 
all  evil." 

He  understood  soil  and  agriculture  as  did  James  J.  Hill,  that 
other  great  railroad  pioneer  working  in  the  Northwest,  whom  I 
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have  heard  declare  how  Nineveh  and  Babylon  fell  when  soil  and 
agriculture  failed.  He  based  Northern  Pacific  and  the  Great 
Northern  on  agriculture  and  the  settlement  of  the  land  by  families 
moving  by  low  railroad  rates  from  the  Mississippi  valley  to  the 
Northwest. 

AMES  AND  HARRIMAN 

On  the  top  of  the  Rocky  Mountains  where  the  line  of  the  Union 
Pacific  goes  over  the  Great  Divide  there  stands  a  monument  in 
stone  to  Oakes  and  Oliver  Ames,  the  shovel  makers  of  Mas- 
sachusetts, who  first  bound  in  lines  of  iron  the  Mississippi  valley 
and  the  Rocky  Mountains. 

When  the  Atchison  on  the  south  and  the  Hill  lines  on  the  north 
had  come  into  competition  with  the  Union  Pacific  and  reduced 
transcontinental  rates  and  bankrupted  the  earning  power  of  that 
great  line,  E.  H.  Harriman  of  New  York,  the  son  of  a  clergyman 
who  had  never  received  from  his  parish  as  much  as  $800  a  year, 
picked  up  the  Union  Pacific  and  did  what  almost  every  railroad 
and  financial  man  said  never  could  be  done.  He  rebuilt  the  road 
and  equipment.  He  reestablished  its  credit.  He  annexed  the  corn 
fields  and  the  wheat  fields  and  the  prairies  to  Pacific  ports, 
to  Atlantic  ports,  and  the  Gulf  ports.  He  made  land  1,500  miles 
from  the  seaboard  compete  in  Liverpool  with  lands  in  South 
America  nearer  the  sea  coast;  a  task  that  his  wisest  predecessors 
believed  an  impossibility.  S.  H.  H.  Clark,  who  had  managed  the 
Union  Pacific  from  its  beginnings,  told  me  it  could  not  be  done. 

The  next  monument  on  the  Rocky  Mountains,  and  beside  that 
to  Oakes  and  Oliver  Ames,  should  be  to  E.  H,  Harriman,  who 
restored  American  railroad  credit  for  the  Union  Pacific  and  for 
the  whole  country.  (Applause.) 

After  Nickerson  and  Hill  and  Ames  and  Harriman  you  come 
up  to  the  period  of  equinoctial  calm  preceding  the  great  war,  and 
I  want  to  measure  transportation  then  by  the  figures  and  show 
you,  in  a  few  words,  what  you  have  now  to  do  for  national 
prosperity. 

WAR  PROFITEERING 
In  the  three  years  preceding  1914,  the  average  gross  annual 
earnings  of  the  railroads  of  the  United  States  were  two  billion 
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nine  hundred  million  dollars.  Out  of  that  the  net  earnings  were 
25%  of  the  gross,  or  $740,000,000.  The  railroads  were  not 
prosperous.  They  were  simply  in  statu  quo.  Then  the  great  war 
fell  upon  us,  and  who  was  the  great  war  profiteer?  Was  it 
transportation?  Was  it  the  railroad  that  had  to  take  the  shells 
and  the  guns  and  the  food  to  the  ships  ?  Was  it  the  maker  of  the 
guns  or  the  maker  of  the  shells?    No  sir! 

The  profiteer  of  the  war  was  unionized  railroad  labor,  and 
unionized  railroad  labor  is  holding  and  making  that  profit  today. 
It  is  astride  the  whole  country.  It  is  holding  all  the  transporta- 
tion lines.  It  is  holding  the  line  of  the  exchanges  between  the 
farm  and  the  factory;  between  the  valley  and  the  hills,  between 
the  seacoast  and  the  interior.  It  is  going  to  take  more  than  one 
year  to  get  that  stranglehold  off.  You  must  do  it,  and  in  that 
doing  is  the  hope  of  the  future  for  the  prosperity  of  this  country. 

The  struggle,  or  rather  the  discussion,  has  begun.  But  you 
will  not  have  prosperity  in  this  country,  prosperity  for  all  the 
people,  until  you  unshackle  transportation  both  by  land  and  sea. 
You  cannot  feed  a  starving  Europe  and  finance  the  world  and 
pay  double  rates  to  unionized  labor  handling  your  transporta- 
tion on  the  ocean  and  on  the  land. 

UNSHACKLE  TRANSPORTATION 

For  prosperity  you  must  unshackle  both  water  and  land  trans- 
portation. Your  freight  rate  to  Europe  is  nearly  200%  higher 
than  before  the  war.  The  labor  cost  on  the  railroad  between 
farm  and  factory  is  more  than  double  what  it  was  before  the 
w'ar.  So  far  as  the  country  as  a  whole  is  concerned,  the  wheat 
fields  and  the  corn  fields  of  the  Mississippi  valley  and  the  western 
prairies  have  been  pitchforked  a  thousand  miles  toward  the  Rocky 
Mountains. 

You  could  formerly  get  coal  to  New  York  at  8-10  of  a  cent 
per  ton  per  mile.  It  now  costs  you  double.  You  could  formerly 
get  wheat  to  the  seaboard  at  one-third  of  a  cent  per  ton  per  mile. 
It  now  costs  you  double.  You  have  in  effect  doubled  the  distances 
when  you  have  doubled  the  rate. 

The  men  who  settled  the  west,  became  the  backbone  of  the 
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country,  and  made  the  United  States  prosperous,  are  pushed  up 
against  the  Rocky  Mountains. 

RELATIONS  OF  GROSS  TO  NET 

Figuring  from  three  billion  railroad  gross  earnings  before 
1914  and  one-quarter  of  the  gross  for  net,  there  should  have 
been  from  recent  gross  earnings  of  six  billions  a  net  return 
of  a  billion  and  a  half  for  the  creditors,  the  shareholders 
and  the  government,  or  50%  more  than  the  railroads  have  ever 
been  promised,  guaranteed  or  indeed  expected.  There  would 
then  have  been  $500,000,000  for  railroad  improvement  and  ex- 
pansion. Railroad  men  would  have  been  anxious  for  reduced  rates 
and  striving  for  increased  traffic.  Only  by  increased  traflSc  can 
railroad  rates  be  safely  reduced. 

But  what  did  we  get  in  1920,  out  of  more  than  six  billion  of 
earnings?  In  place  of  the  one  billion  promised  by  the  United 
States,  the  railroads  did  not  get  one  darned  red  cent  from  their 
traffic;  only  something  guaranteed  from  the  government.  They 
reported  $62,000,000  net  after  putting  in  64  millions  of  back 
mail  pay.  The  railroad  labor  bill  was  $3,700,000,000  as  con- 
trasted with  $1,100,000,000  in  1910  or  more  than  three  times  as 
much.  It  was  also  more  than  the  entire  railroad  gross  earnings 
in  1916.  In  1921  just  closed,  we  have  the  figures  for  the  eleven 
months  to  December  1,  and  the  railroads  reduced  their  mainte- 
nance account  by  $529,000,000  and  were  thus  able  to  report  net 
earnings  of  $564,000,000,  or  less  than  their  interest  and  rentals. 
iENDANGERING  TRANSPORTATION 

Now  the  railroad  managers,  buncoed  by  Washington  with 
false  promises  and  guaranty  of  rates  to  produce  a  return  of  6% 
on  the  railroad  capital  of  the  country,  have  been  buffaloed  by 
outcry  for  reduced  rates  and  have  yielded  to  the  extent  of  a 
million  changes,  including  thirty-seven  important  general  reduc- 
tions. Hay  and  grain  rates  west  of  the  Mississippi  have  been 
reduced  an  average  of  16%,  farm  products  throughout  the 
country  an  average  of  10%.  The  total  reductions  in  rates 
amount  under  normal  business  to  $200,000,000  a  year. 

The  railroads  have  cut  their  maintenance,  taken  up  more  than 
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1,500  miles  of  rails,  reduced  their  orders  for  locomotives  to  one- 
tenth  of  normal  and  for  freight  cars  to  one-fifth  the  normal  and 
then  show  earnings  of  only  about  one-half  what  they  are  entitled 
to  and  have  been  practically  promised. 

Yet  what  do  we  read?  Of  daily  demand  for  40%  reduction 
in  steel  rates  and  in  coal  rates,  complaints  of  the  cost  of  pas- 
senger transportation.  And  nobody  appears  to  put  his  hand 
upon  the  real  trouble,  the  railroad  wage.  The  farmer  cannot  get 
his  ordinary  compensation  of  $1  a  day,  but  the  railroad  engineer 
must  have  his  $10  a  day  and  the  country  railroad  station  agent 
must  have  his  $6  a  day  where  he  formerly  got  $2 ;  for  the  govern- 
ment and  labor  imions  have  standardized  railroad  wages  over  the 
whole  country. 

THE  POMTICAI.  UNDERSTANDING 

When  patriotism  during  the  war  was  at  white  heat  and  costs 
were  in  the  discard,  two  men  sat  in  Washington  with  ambitions 
to  rule  at  home  and  abroad.  They  listened  to  one  man  who  said 
he  represented  the  labor  interests  of  the  country;  not  the  brain 
labor,  not  the  inventive  labor,  not  organization  labor,  not  the 
contracting  labor,  not  the  initiating  enterprising  labor,  but  the 
labor  of  hand,  and  particularly  the  hand  upon  the  locomotive 
throttle.  There  was  complete  accord  and  thorough  understand- 
ing. But  the  two  great  ambitious  politicians  lost  out  and  Mr. 
Gompers  won  and  still  wins.  That  is  where  your  railroads  are, 
and  Mr.  Gompers  knows  it.  The  railroads  are  under  the  domin- 
ion of  the  labor  unions. 

Do  you  know  the  strength  of  your  first  line  of  national  de- 
fense? Talk  or  negotiate  as  you  will  in  Washington,  there  will 
never  be  safety  in  transportation  or  defense  until  the  people  of 
the  United  States  have  unshackled  the  hand  of  the  labor  union 
from  the  railroad  locomotive. 

WATERED  liABOR 

It  is  not  now  watered  stocks,  but  watered  labor  that  stands 
between  the  United  States  and  its  prosperity  and  its  ability  to 
help  right  the  affairs  of  the  world  and  defend  the  peace  of  the 
world.   Let  me  give  you  a  few  concrete  figures. 
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The  railroads  of  the  United  States,  as  you  know,  stand  capital- 
ized at  twenty  billion  dollars.  They  could  not  be  duplicated  for 
thirty  billions.  They  are  selling  for  twelve  billions,  although  the 
government  valuation  boards  have  shown  that  their  capitalization 
at  twenty  billions  is  absolutely  sound.  You  could  not  replace  the 
rolling  stock  on  these  railroads  for  eight  billion  dollars.  On  the 
books  of  the  companies  their  cars  and  locomotives  stand  at 
between  five  and  six  billion  dollars.  To  get  a  comparison  between 
railroads  and  highways  you  must  take  the  rolling  stock  off  the 
railroads  as  you  do  not  include  the  motors  when  you  value  the 
highway. 

Deduct  the  rolling  stock  and  you  have  only  four  billion  dollars 
as  the  value  of  250,000  miles  of  railroads  in  the  United  States, 
or  $16,000  per  mile.  Deduct  the  value  of  the  rolling  stock  at 
six  billion  dollars,  or  less  than  replacement  value — you  are  wear- 
ing it  out  and  must  renew  it  soon — and  you  have  a  railroad  valua- 
tion in  the  share  and  bond  markets  of  less  than  $25,000  a  mile 
for  your  250,000  miles  of  railroad. 

You  are  today  taxing  these  railroads  and  issuing  non-taxable 
bonds  to  put  a  cement  surface  upon  your  public  motor  highways 
at  a  cost  of  $40,000  per  mile  just  for  a  surfacing  18  feet  wide. 

Can  you  base  prosperity  for  peoples  and  properties  on  such 
injustice? 

WALL  STREET  AND  THE  RAILROADS 

The  people  have  been  told  that  Wall  Street  owns  the  rail- 
roads. That  is  the  greatest  lie  in  finance  before  the  people  today. 
If  Wall  Street  had  owned  the  railroads  we  should  not  have  seen 
this  wrecking  of  transportation.  You  would  have  had  agitation 
from  one  end  of  the  country  to  the  other.  The  first  pages  of  the 
newspapers  would  have  been  blazing  with  dangers  to  transporta- 
tion, dangers  to  the  people  and  dangers  to  trade.  You  would  then 
have  learned  of  dangers  to  life  and  living  by  railroad  credit 
breaking  down  and  endangering  the  highway  for  the  people. 

Wall  Street  business  has  to  do  with  money  fluctuations,  and 
Wall  Street  goes  on  whether  things  are  up  or  down.  Wall 
Street  can  go  long  or  short;  trade  in  cotton  or  wheat,  rails 
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or  industrials.  It  plays  with  money,  and  goes  broke  when  the 
country  is  prosperous  and  an  expanding  factory  payroll  and  good 
prices  for  the  farmer  take  the  surplus  moneys  away  from  Wall 
Street. 

WALL  STREET  PROSPERITY 

You  are  going  to  have  prosperity  in  Wall  Street  in  1922  be- 
cause the  money  of  the  world  is  headed  for  that  center.  You 
have  a  good  bond  market,  and  you  can  borrow  money  at  steadily 
declining  rates  of  interest  and  advance  underlying  security  prices. 
But  you  are  not  thereby  insuring  for  1922  national  prosperity  for 
all  the  people  of  the  country. 

We  have  today  a  Wall  Street  prosperity.  Of  course  that  kind 
of  prosperity  must  precede  a  national  prosperity,  because  you 
must  have  prosperity  at  the  hub  first  in  order  to  get  it  at  the 
spokes  and  the  rim. 

When  you  have  imported  in  a  single  year  $700,000,000  of  gold 
and  reduced  your  money  in  circulation  by  one  billion  dollars, 
and  brought  your  reserve  under  federal  reserve  notes  to  above 
100%  and  your  total  federal  reserve  against  paper  and  deposits 
above  76%,  you  have  fundamentals  for  prosperity.  But  you  have 
not  prosperity.    You  have  gotten  only  a  foundation. 

"A  nation  sits  starving  on  heaps  of  gold; 
"All  dreamers  toss  and  sigh." 

You  have  the  money  line  right,  but  you  have  not  the  line  of 
transportation  right.  Business  begins  in  the  production  of  goods 
for  one's  neighbor.  It  depends  for  its  expansion  and  profit  on 
the  number  of  neighbors  one  can  reach. 

You  have  fundamental  commodity  prices  about  right  with  many 
lines  such  as  sugar,  rubber,  copper  and  a  dozen  others  all  below 
pre-war  prices. 

THE  NEW  HAVEN  ILLUSTRATION 

Now  let  us  go  back  to  the  line  of  the  railroad.  I  want  to 
illustrate  a  condition  by  the  great  system  of  New  England,  the 
New  York,  New  Haven  &  Hartford,  that  one  time  represented 
a  billion  of  investment  dollars. 
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In  1915,  the  New  Haven  Railroad  shorn  of  its  outside  prop- 
erties had  $65,000,000  of  gross  earnings  and  $21,000,000  of  net 
earnings.  Last  year,  the  calendar  year  1921,  it  had  $116,000,000 
gross  earnings  and  only  $10,000,000  net  earnings.  The  net  had 
been  reduced  50%,  while  the  gross  had  been  expanded  by  78%. 
Think  of  almost  doubling  the  gross  earnings  and  not  earning 
one-half  of  what  you  did  before !  Is  that  an  incentive  to  railroad 
enterprise;  a  basis  to  attract  railroad  credit,  railroad  capital  or 
railroad  brains?  And  brains  are  quite  as  essential  as  capital, 
indeed  more  essential  than  either  capital  or  labor. 

RAILROAD  EFFICIENCY 

Now  the  startling  fact  is — and  I  will  guarantee  that  there 
are  not  three  men  among  the  hundreds  in  this  room  that 
know  it — ^that  with  14%  more  freight  traffic  and  27%  more 
passenger  traffic  the  road  actually  reduced  its  labor  time.  Sur- 
prising as  it  may  seem,  astounding  as  it  is  in  the  record,  the 
monthly  hours  of  labor  decreased  from  8,500,000  to  7,600,000, 
and  the  hours  of  labor  in  the  transportation  department  decreased 
23%  or  from  4>A  million  to  3.4  million  hours. 

The  number  of  freight  train  miles  actually  decreased  18%  and 
the  passenger  train  miles  decreased  8%.  That  is  the  record  of 
brain  and  engineering  efficiency  on  that  road. 

The  New  York,  New  Haven  &  Hartford  has  at  its  head  one  of 
the  great  engineers  of  the  world,  who  assisted  in  building  the 
railroads  of  the  west  and  northwest  and  had  an  enviable  record 
in  their  construction  and  operation. 

RAILROAD  WORK  UNSEEN 

For  many  years  he  has  been  quietly  at  work  improving  the 
machinery  of  the  New  Haven,  lengthening  the  side-tracks  to  save 
idle  hours  in  transportation,  putting  in  new  turntables  to  make 
prompter  dispatch  of  trains,  taking  out  curves  and  strengthening 
the  line  wherever  an  immediate  saving  could  be  effected  and  the 
cost  justified  from  the  relatively  small  sums  at  hand.  He  is  a 
modest  man  and  I  cannot  get  him  to  complain  over  the  fact  that 
unionized  labor  and  government  regulations  have  eaten  up  all 
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these  improvements  as  well  as  the  expansion  in  the  gross 
earnings. 

The  New  Haven  payroll  for  1915,  1916  and  1917  was  $28,- 
000,000  per  annum.  Including  the  Central  New  England  it  was 
$32,000,000;  and  it  rose  to  a  peak  of  $83,000,000  in  1920.  To- 
day it  is  over  $60,000,000.  In  that  advance  of  wages  with  de- 
crease in  labor  efficiency  is  not  only  the  strangulation  of  trans- 
portation but  the  burial  of  operation  and  reconstruction  efficiency 
so  that  management  and  brain  results  do  not  appear. 

There  is  no  watered  stock  in  the  New  Haven  road  but  watered 
labor  burying  machinery  and  organization. 

The  Boston  &  Maine  Railroad  payroll  was  $22,000,000.  It 
rose  to  $57,000,000  and  is  now  $44,000,000  or  just  double  what 
it  was  in  1915. 

WHERE  IS  JUSTICE? 

Is  this  justice  or  righteousness  as  foundation  for  a  free  people 
to  expand  and  build?  Is  it  justice  to  tax  these  roads  by  such 
labor  bills,  by  state,  county  and  national  taxes,  and  then  issue 
tax-free  bonds  to  surface  the  motor  roads  at  $40,000  per  mile, 
to  assist  still  further  in  the  destruction  of  the  life  arteries  of 
commerce  ? 

The  way  you  can  help  yourself  and  help  the  country  for  1922 
is  to  help  restore  efficient,  fair  and  honest  transportation.  Build 
back  the  investment  value  that  has  been  put  into  the  rail  high- 
ways and  you  will  then  have  the  basis  for  an  enduring  prosperity 
and  also  ability  to  help  your  neighborhood  both  at  home  and 
abroad.  But,  until  you  do,  your  fundamental  in  trade  is  wrong, 
and  the  times  are  out  of  joint. 

I  wish  I  had  time  to  make  everyone  here  tonight  see  clearly 
the  far-reaching  economic  truths  that  are  intertwined  with  our 
transportation  problem. 

THE  TRUTH  FOR  1922 

The  prosperity,  the  peace  and  the  happiness  of  a  people  de- 
pend upon  justice  and  security  in  their  endeavors,  savings  and 
accumulations. 

The  progress  of  a  nation — ^its  growth,  mental  and  spiritual, 
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physical  and  financial — depends  upon  its  breadth  of  human  con- 
tact in  the  exchange  of  goods  and  ideas.  Man  grows,  develops, 
expands,  only  by  contact  with  his  fellowman. 

The  uplift  of  man  is  by  exchange  of  ideas,  the  fruitage  of  the 
brain.  The  material,  the  physical,  the  commercial  progress  of 
man  is  by  exchanges,  in  organization  from  the  works  of  his  hand. 
The  measure  of  his  progress,  the  measure  of  his  prosperity,  is  in 
the  highway,  whether  by  land  or  by  sea,  over  which  he  effects 
his  exchanges  of  productions. 

Over  the  golden  door  of  the  transportation  building  in  the  great 
Chicago  Exposition  was  the  truth  of  the  ages,  the  key  to  the 
progress  of  America  and  the  lesson  for  the  true  progress  of  1922 
— Easy  transportation  for  men  and  things  from  place  to  place 
makes  a  nation  strong  and  great. 

It  should  be  burnished  in  the  truth  of  silver  on  the  good  of 
gold  in  the  heart  of  every  mian  who  is  willing  to  work  in  1922 
for  the  true  progress  of  his  fellowman.  (Applause.) 
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"The  fact  without  the  truth  is  futile ;  indeed  the  fact 
without  the  truth  is  false  " 

^G.  K.  Chesterton 


""Capital  and  labor  are  primarily  the  same  thing,  and  do 
the  same  thing.  Capital  is  not  only  the  best  friend  of 
labor ;  it  is  the  only  friend  of  labor.  Capital  competes 
with  itself  and  reduces  the  rate  of  interest,  lowers  the 
rent  and  the  cost  of  Hving.  Then  it  extends  the  arm  of 
labor,  multiplies  its  effectiveness  and,  still  competing, 
bids  up  the  price  of  labor." 

^C.  W.  Barron 
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